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The ancillary pilot project will:Overview 

Payment 

Billing 

1. 

2. 


3. 


4. 

5. 


6.  
7. 

determine for each participating facility aper diem,Medicaid 
ancillary cost per day based on statefiscal year (SFY) 1996 
ancillary claims payments, inflated for the pilot period duringSFY 
1999. Throughout the remainderof this bulletin this amount will 
be referred to as the facility specific rate (FSR); 
utilize a statewide standard payment per day for ancillary goods 
and services. The statewide standard payment per day (SSPD) 
equals $5.85; 
pay a participating facility based ona riskheturn model 
(Riskheturn sharing between the facility and the Division willinbe 
the form of a retrospective settlement considering the prospective 
ancillary allowance andthe actual amount expended by the 
Division in payments to ancillary vendors.); 
exclude from retrospective settlement calculation any patient with 
ancillary spending per patient dayin excess of500% of the 
statewide-average ancillary-per-diem payment for the period of 
the pilot project; 
reconcile each facility's final payments at the end of the pilot 
project; 
allow ancillary vendorsto continue to bill the Division directly; and 
make available for each participating facility monthly updates on 
ancillary spending. 

A facility chosento participate in the pilot projectw i l l  be assigned toone 
of two payment groups depending on theirFSR. ( Please refer to 
Attachment A to determine the payment model for your facility) The 
groups are as follows: 

1. Group I, Standard Payment Model: A facility will be assigned to 
this group if their FSR falls between the statewide standard of 
$5.85 and $7.02 (120% of$5.85). 

2 Group II, Outlier Payment Model: A facility will be assigned to this 
group if their FSR falls either between $1.17(20% of $5.85 ) and 
$5.85 or between$7.02(120% of$5.85) and $1 1.70(200% of $ 
5.85). Facilities with spending levels less than $1.1 7 or greater 
than $1 1.70 are excluded from participationin the pilot project. 

For administrative simplicity, vendors of ancillary goods and services will 
continue to submit claims to the Division directly, and the Division will 
continue to process these claims for payment. 
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Final Settlement,Thereisnofinancialriskforfacilitiesparticipating in thisgroup.The 
amountgroup is the standarddiem ofGroup I 	 baseline this statewide per 

$5.85. Settlements at the end of the pilotperiod will be basedon: 
payments to vendors during the pilot; the statewide standard per diem 
($5.85);and the facility specific rate (FSR).The methodsfor settlement 
will be: 

1. if vendor payments are less than FSR but are greater than 
$5.85 (SSPD), the Division will pay thefacilIty25% of the 
difference between theirFSR and actual vendor payments; or 

2. if vendor payments are less than$5.85 (SSPD), the Division will 
Pay: 

a. the amount calculated in (1) above, plus50% of the 
difference between$5.85 and the actual vendor payments 
up to $2.93 (50% of $5.85 ); or 

I b. if vendor payments exceed the FSR there will be no 
settlement with the facility. 

Final Settlement,Thebaselineamountforthisgroup is theamountequaltothefacility 
(FSR).settlement differenceGroup I1 rate Final basedspecific be the 

between vendor payments and the baseline amount (FSR). The methods 
for settlementswill be: 

1. if vendor payments are less than theFSR, down to and including 
50% of that amount, the Division will pay the facility an amount 
equal to 50% of the difference; or 

2. if vendor payments exceed the FSR, to and including150% of 
that amount, then the facility will reimburse the Division 25% of 
the difference between that amount and the actual vendor 
payments. 

Reconciliation and settlement through this approach effectively cap both 
the downside and upside financial exposure for facilities., Riskis capped 
at 12.5% of theFSR. Return is capped at 25% of the FSR. 

Special Conditions 	 For ancillaries that are provided by the facility itself there will be no 
payment to the facility orto special vendors. These are services the 
facility decidesto make rather than buy or to make special contracts with 
vendors for fees below levelsin the MassHealth rate schedule. These 
amounts will not be considered partof the incurred vendor payments. 
This means that the facility and the Divisionwill share in the reduction of 
vendor payments that may resultfrom such arrangements. For these 
situations the facility will: 

1. notify the Division (Lisa McDowell) in writing of the changes 
being made and the affected services; and 

2. segregate the costs incurredin providing the goods and services. 

Settlement examplesandpffs {(jrgoth.gyups can be found in 
'Attachments B and B I .  .&)&<: - . , I  ..i!,.,> 

I ' .  . '  
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Timing and Duration 	 The pilot project will run from October 1, 1998, through June 30, 1999. 
The project sample will constitute those residentsin the facility on 
October 1, 1998, and those admittedto the facility between October 1, 
1998, and March 31, 1999. The data collection period willrun from 
October 1, 1998, through June 30, 1999, allowing all residentsto be 
tracked for the duration of their stay or for three months, whichever is 
shorter. The final evaluation activity will occur from July1, 1999, to 
September 30,1999. 

Evaluation Protocols 	 The evaluation will rely on facility pre- and post-pilot comparisons and 
comparisonswith all nonparticipating facilities.The intent is to describe 
outcomes and issues of the administrative feasibilIty of bundled payment. 
The issues that will be examined include changes and/or differencesin: 

1. 

2. 

3. 

4. 

MassHealth payments for ancillaries, and for all health care taken 

together for patients served under the participating groups; 

prescribing patterns and frequency of key, necessary therapies 

and pharmaceuticals, and the appropriateness of this care 

(including treatment for secondary conditions); 

frequency and patterns of admission for persons with high 

ancillary costs or heavy care needs; and 

corroborating evidence of changes in clinical and administrative 

decision making. 


Evaluation Data Needs 	 Several types of data will be needed to answer the evaluation questions. 
These data include the following. 

1. 
2. 
3. 

4. 

5. 

Medical records data. 

MDSNMQ data. 

Claims and payment data for study patients. (Claims data in the 

baseline and post period will
be provided by the ,Division.) 
Qualitative management information- intensive case studies at 
10-12 facilities. (These administrative studies will requiretwo or 
three site visits each in order to document the changesin clinical 
and administrative decision making regarding ancillaries and the 
nature of in-house controls and physician interactions.It is also 
likely that the qualitative data collection will include focus groups 
or direct interviewing of persons conducting discharge planning in 
selected hospitals to determineif there are patterns of restricted 
access (difficult placement) for certain types patients in pilot 
facilities.) 
Tracer conditions- selected conditions where pilot effects are 
expected to be most pronounced or most interesting. 

FICIAL 
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Selection Criteria 

Obligations of 
ParCicipants 

Applications 

Theselectionoffacilitiestoparticipate in thepilotprojectwillbe 
determined by the Division. At a minimum, facilities must meetthe 
following criteria in'orderto be considered for participationin the pilot 
project. 

I.Capacity of 60 or greater beds. 
2. 	 Facility-specific ancillary costs per patient day between$1.17 

and $11.70 (See Attachment C). 
3. 	No significant changesin facility operations since1996 including, 

but not limited to: mission, licensure, and casemix. 
4. No substandard qualityof care issues identied by the 

Department of Public Health that may impact participation andlor 
outcomes of the study. 

Facilitiesthat are selected to participate will agree to: 
I.remain in the pilotfor the durationof the project; 
2. provide all necessary data including MDS on patients; 
3. provide accessfor medical-record reviews; 
4. allow interviews and observation by evaluators; 
5. notify the Divisionof special arrangements for ancillaries; and 
6. retain associated cost information. 

Facilities that meet the minimum participation requirements and that 
are interestedin applying should complete the ApplicationForm found in 
Attachment D. The deadline for the receiptof applications is 
August 31, 1998. Send your applications to: 

Lisa McDowell 

Division of Medical Assistance 

600 Washington St. 

Boston, MA 02111 


FFICW 



ATTACHMENT B. 

SETTLEMENT EXAMPLES 

Group I. Standard Rate Model. 
State StandardPer Diem(SSPD) $5.85 
Historical ancillaries for this facility: 
Rate allowed for this facility 

Limit on payments. forprofit sharing 

Retrospective Settlement: 

If payments to vendors are $2.50 then state pays 

facility 


If payments to vendors are $4.50 then state pays 

facility 


If payments to vendors are $5.50 then state pays 

facility 


If payments to vendors are$5.75 then state pays 

Facitity andRISK/SHARE Information 

$6.00 PPD ( Per Patient Day) 

$5.85 (within the group of NF's paid the 

SSPD) 

$2.93 (50% of the standard rate) 


50% * $2.93 = $ 1 . 4 7 ~ 1 ~ ~25% *($6.00­
$5.85=$0.15)=$.038 
Total Settlement: $1.50 PPD 

50% *($5.85-$4.50= $1.35) =$.68 plus 
25%* ($6.00-$5.85= $0.15) = $.038 
Total Settlement: $.71 PPD 

50% * ($5.85-$5.50=$0.35= $.175 plus 
25% * ($6.00-$S.85=$0.15)= $.038 
Total Settlement: $.21 PPD . 
25%*($6.00-$5.75=$0.25)= $.063 
Total Settlement: S.063 PPD 

No Settlement 

the facility 

If payments to vendors are $6.95 

Group II. Outlier Rate Model. 
State StandardPer Diem(SSPD) $5.85 
Historical ancillaries forthis facility: 

Rate allowed for this facility 

Limit on payments for profitsharing 

Limit on payments for loss sharing 


Retrospective Settlement: 

If payments to vendors are $2.50 then 

state pays facility 


If payments to vendors are$4.50 then 

state pays facility 


If payments to vendors are$5.75 then 

facility pays the state 


If payments to vendors are $8.50 then 

facility pays the state 


Facitity andRisK/Share Information 

$5.00 PPD( Per Patient Day) 
$5.00 (facility specific rate) 
$2.50 (50% of the facility specific rate) 
$7.50 

50% * ($2.50)=!$1.25fthelimit) 
Total Settlement: $1.25 

50% * ($5.00-$4.50 = $.50)= $.25 PPD 
Total Settlement: $.25 PPD 

25% * ($5.75-$5.00=$.75) $a 
Total Settlement: $.19 PPD 

25% * ($2.50)= $ .63 (the limit) 
Total Settlement: $ .63 (the limit) PPD 



SSPD)  

ATTACHMENT B1 

STANDARD PAYMENT MODEL 

$2.93 $5.85 FSR 
(50% (SSPD) BASELINE $7.02 

0% 

100% 

0% NF 

RISK 

100% DMA 

NF 0% 

RETURN 

DMA: 100% 

25% 

75% 


SETTLEMENT SHARES 




ATTACHMENT B2 

OUTLIER PAYMENT MODEL 

50% of FSR 150% of 
FSR FSR 

25% 0% NF 

RISK 

75% 100% DMA 

NF 0% 50% 

RETURN 

DMA 100% 50% 

SETTLEMENTRISK SHARES 

F F I C W  




ATTACHMENT C. 


FACILITY’S PILOT PARTICIPATIONSTATUS 


I 
N 
E 
L 
I 
G 

I 
B 
L 
E 

Outlier Standard Outlier 


Payment Payment Payment 


Model Model Model 


I 
N 

E 

L 
I 
G 
I 
B 
L 
E 

$1.17 $5.85 $7.02 $11.70 


HISTORICAL ANCILLARY COSTS 



ATTACHMENT D 

APPLICATION FOR PARTICIPATION 


PARTICIPANT INFORMATION 

STREET 

CITY 

STATE 

ZIPCODE 

TOTAL # 
BEDS 

PILOT INFORMATION 

PAYMENT STANDARD 
GROUP 

OUTLIER 
BASELINE 
A M O W  

$ 
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/ 1142 CMR. DIVISION OFHEAL"CAREFINANCE AND POLICY 


114.2 CMR 6.00 

Section 

6.01: General Provisions 
6.02: General DEFINITIONS 
6.03: Standardpaymeats 
6.04 TRANSITIONPAYMENTS 
6.05 RateYEARAdjustmENts 
6.06 REPORTINGREQUIREMENTS
6.07 SpecialPrwisiOns, 

6.01: General ProvisioN 

STANDARD PAYMENTS TO NURSINGFACILITIES 


(1) SiopeandEfXkctkDttR. 114.2CMR6.00governstheratesofpaymenteffedi~fanuary1,1999 
fixSERVICES rendaedtoPublicly-AidedandIndustriaAccident Residents by Nursing Facilitiesinclucling 
residentsina ResidentialCare unit of aNursing Facility. 

(2) Authority. 114.2CMR6.00isadoptedpursuanttoM.G.L.c.118G. 

6.02: General Definitions 

As usedin 114.2 CMR6.00, unless the amtext requiresdberwise,termshave the following rneankp. All defined 
terms in 114.2 CMR6.00 arecapitalized. 

ACE GROUP The Audit,Complianceand EvaluationGroup of the Division of Health CareFinance and Policy. 

Actual UtilizationRate, TheOccupancy ofa Nursing Facility calculated bydividing total Patient Days by 
MaximumAvailableBedDays. 

Additions. NewUnits or enlargementsof existing Units which may or may be accompanied byan increase in 
Licensed Bed capacity. 

Administrative;andGenedcosts. . .ADMINISTRATOR've and GeneralCosts includethe amounts reportedin the following 
I - . .  . .accounts:ADMINISTRATORtsalaries;payrolltaxes-adrmrustrator,worker's ampendon - ADMINISTRATORG group. .  . .L I F E / H E A L T H  r, ADMINISTRATORpensions;other administratorbenefits;clerical,; EDP/payroU/bookkeeping. .SERVICES ADMINISTATORr-'IN-TRAINING officesupplies;phone; CONVENTIONSawlmeetings; help wanted ad-c . .l i~-anddu~,~~~relatbd;educationaedtraining-adrmnrstration; accounting - other,insurance­

malpractice; other ope- EXPENSES realtycompany variablecosts; management company allocated variable 
costs; and maNagement companyallocatedfixed costs. For FACILITIESorganized as sole proprietors or partnerships 
and for which the sole proprietor orpartner functionsasADMINISTRATORwith no reportedadministrator salary or 
benefits, administrativeand general costs shall include an imputed valueof$69,78 1to reflect the costsof such 
services. 

Administrator-in-Traininq.
A person registeredwith the Board ofRegistration of Nursing HomeAdministrators 
and involvedin a course of training asdescribed in 245 CMR. 

Audit. An examination of the Provider's cost report and supportingdocumfqC$t@n~.pduapthe accuracy of the 
1 . \  Ifinancial statements andidentification of Medicaidpatient-related costs. j *!. L i b i I6 ? s y td s 

Building. Building Costs include the direct costof construction of the ‘ that houses residents and 
expenditures for service Equipment and fixturessuch electrical fixtures that are made a 
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permanentpart ofthestructure. Building Costs also includethecost of bringing the Buildingtoproductiveuse, 
suchaspermits, engineeringand architect‘s feesand certain legal FEES Building Costs include interestpaid during 
constructionto Building Costs but not Mortgage AcquisitionCosts. 

Case-Mix Category. One often categories of residentacuity that represents a range of Management Minutes. 

charmof owners hi^, A born fide tramfix, FOR reasoIliibleconsideration,of all thepowers and indiciaof 
ownership. ACHANGEOFOWNERSHIPMAYNOTOCCURBETWEENRELATEDPARTIES AChangeofOwnershipmustbea 
saleofassetsoftheProviderratherthanametfrodoffinnnr?in9.AchangeinthelegalfonnoftKePmviderdoesnot 
constituteaChangeofOwnership unlesstheothercriteriaaremet. 

ConstructedBed Cauacitv. A Nursing FACILITY’S “Bed capacity (or ClinicalBed Capat5ty)”asdefined in the 
Department’s regulation 105 CMR 100.020VGhich states: the capacityof a budding toaccommodatea bed andthe 
necessaryphysical appuxtenauces&Iaccordancewith the applicable standards imposcd asa conditionof operation 
under statelaw. It includes rooms designed or abletoacconmodatea bed and mcesary physical appurtenances, 
whether or not a bed and all such appurtenances are actually in place,with any necessary utilities (e.g. drinking 
water, sprinklerlines,o m electric current)with either outlets or cappedLineswithinthe room. 

DePartment. The Massachusetts Department of PublicHealth. 

Direct RestorativeTHERAPY Services of physicaltherapists,occupational therapists, andspeech, hearing and 
language therapists provideddirectly to individual Residents to reduce physicalor mental disability andto restore 
the Resident to maximumfunctionallevel. DirectRestorative Therapy Services areprovided only upon writeen 
order ofa physician, physician assistant ornurse practitioner who has indicatedanticipated goals and frequency of 
treatment to the individual Resident. 

Division. The Division of HealthCare Finance aad Policy estabIishedunder M.G.L.c. 118G. 

EQUIPMENT A’fixed asset, usually moveable, accessory or supplementalto the Building, includhg suchitems as 
beds, tables, andwheelchairs . 
HosPital-Based Nursing FACILITY A separate Unit or Units located in the hospital buildingti& for both 
hospital and Long-Termcare serviceswhich comprise less tbana majority of the facility’stdallicensed beds. It 
does not includefREE-standing Nursing Facilities owned by hospitals. 

Imoroments. Expenditures that increase thequality of theBuilding byrearrangingthe Building layoutor 
substituting improvedcomponents for old COMPONENTSsothattheProvider is in someway better than it was before 
the RENOVATION Improvemats donot addto or expandthe square footage of the Building. An improvement is 
measured by the Provider‘s increased productivity,greater capacity or longerlife. 


Indirect Restorative TheraPY. Services of physical therapists, occupational therapists, andspeech, hearing and 
language therapiststo provide orientationprograms for aides and assistants, in-service training to staff,and 
consultation and planningfor continuing care after discharge. 
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Mustrial Accident Resideat. Aperson receivingNursing Facility services for which anemployer or an insurer is 
liable under theworkers compensationact, M.G.L. c. 152, eta. 

- the cost of bringing land toa productive use including, but notLand. Land Costs include thepurchase price plus
l i m i t e d t o , c o l n m i s s i o n s t o a g e r r t s , ~ ’ ~ , d t m o l i t i w o f ~ , c l ~ a n d g r a d i n g t h e ~  
w ~ a c c e s s n # r d s , o f f - s i t t ~ a n d w a t e r l i n e s , a a d p u b l i c u t i l i t y c h a r g e s ~ t o ~ t h e l a r a d ;  
and land Improvementsoompletedbeforethe purchase. The land must bemxssary for themeofPublicly-Aided
Residents. 

E&Badcapacity. ThenumberofbedsEorwhichtheNursiagFac~iseitherli~by~Departmentof 
Public Healthpursuant to 105 CMR 100.020, or for aNursing Facility operatedby a govERNmeNt agency,the 
numberofbedsapprovedbytheDepartment. THEDEPARTMENTISSUESALICENSEFORAPATICULARLEVELOFCARE 
MAJOR Addition. A newiy constructedadditionto a Nursing Facility which increasesthe LicensedBed Capacity of 
the FACILITY by 50% or more. 

Minu@. A methodof measuring resident care intensity, or casemix, by discrete care-giving 
activitiesor the cbaracCeristicsof residentsbund to requirea given amount of care. 

MANAGEMENTMinutes &do&. A form usedtowllect residentcareinformation includingbut not limited to 
case-mix informationasdefined bythe Division of Medical Assistance. 

Massachusetts Corporate Excise Tax. Those taxeswhich have beenpaid to the MassachusettsDepARTment of 
Revenue in connectionwiththe filing ofForm 355q MassachusettsCorporateExcise TaxReturn. 

Maximum Available Bed DAYS The totalnumber oflicensed beds for the calendaryear, determined bymultiplying 
the Mean Licensed Bed Capacity for the calendar year by the days in the calendaryear. 

Mean Licensed Bed CapacitY A Provider’s weighted averageLicensed BedCapcity for the calendaryear, 
determinedby (1) multiplyingMiximumAvailable Bed Days for each level ofcareby thenumberof days in the 
calendaryear for which the NursingFacilitywas licensed for each level and(2) adding the Maximum Available 
Bed Days for k h  level and (3) dividing the total Maximum Available Bed Days by the number ofdays in the 
calendaryear. 

MORTGAGE AcQuisition Costs. Those costs (such as findetsfees, certain legal FEESand filing FEESthatare 
necessaryto obtain Long-TermFINANCING tbrough a mortgage,bond or other Long-Term debt instrument. 

New Facility. A Nursing Facilitythat opens on or after February 1,1998. A Replacement Facility not a New 
Facility. 

Non-Profit Provider. A Provider eitherorganizd for charitable purposesor recognized as a non-profit entity by 
the Internal Revenue Service. It includes Massachusetts corporationsorgankedunder M.G.L. c. 180; taxexempt 
clubs, associations, organizations, or entities;corporations organIZed under M.G.L. c. 156Band granteda 501(c)(3) 
taxexemption;and facilities owned oroperated by governmental Units. 

Nursing Costs. Nursing costs include the 1996 Reported Costs �or Director of Nurses, Registered Nurses, Licensed 
Practical Nurses, Nursing Aides, NursingAssistants, Orderlies, Nursing Purchased Services, Workers 
Compensation, Payroll Tax, and Fringe Benefits, including PensionExpense. 
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NursinG Facility. A nursing or convalescent home;an INFIRMARY maintainedin a town; a charitable home forthe 
aged,asdefined in M.G.L. c. 111, s.71; or a Nursing Facilityoperatingunder a hospital licenseissued by the 
Department pursuantto MG.L. c. 111, and certified by the Departmentfor participationin the State Medical 
Assistance Program. It includes facilities that operate a LICENSED residential careUnit withinthe NursingFacility. 

Patieat Dan. Thetotalnumber of daysof oCcupancy byresidents in the FACILITY Theday of admission is included 
in the computationof Patient Days;theday of discharge is not included. Ifadmission and discharge occur on the 
same day,one resident dayis included intheCOMPUTATION It includes days for which a Provider reservesa vacant 
bed for a Publicly-Aided Resident temporarily placedin a merent care situation, pursuantto an agreement 
between the Provider and the Divisionof Medical Assistance. It also includes days for wbich a bed is held vacant 
and reservedfor a non-publicly-aided resident. 

Private NursinG FACILITY A NursingFacility that does not have a provideragreementwiththe Divisionof Medical 
Assistance to provide services to publicly-assisted RESIDENTS 

ProPRietarY Provider.A Provider that does not meet the criteriaspecitied in the definitionof 'Won-Profit Provider." 

Provider. A Nursing Facility providingcare to Publicly-Aided Residentsor Industrial Accident Residents. 

Publiclv-Aided Resident. A person for whom care in a Nursing Facilityis in wholeor in part subsidized by the 
Commonwealth or a political SUB-DIVISIONof the Commonwealth. Publicly-Aided Residents do not include 
residents who& care is in whole or in part subsidized byMedicare. 

RateYear. The calendaryear in which thestandad payment ratesare in eEixt. 

Related par^. An individual or organization associatedor af5liated with,or which has control o& or is controlled. .
by, the Provider,or is relatedto theProvider, or any director, stockholder, trustee, PARTNERor admmstmtor of the 
Provider bycommonownership or controlor in a manner specified in sections 267@)and (c)of the Internal 
Revenue code of 1954 as amended provided, however,that 10% is the operative FACTOR as set outin sections 
267(b)(2) and (3). Related individuals include spouses, pareNts,children, spouses of children, grandchildren, 
siblings, fathers-in-law, mother-in-law, brothers-in-lawand sisters-in-law. 

R e d a m a t  FacilitY A Nursing Facility which existedprior to February 1, 1998 that replacesall of its beds 
and/or i t s  entire building pursuantto an approved Determination ofNeed under105 C M R  lOO.SOS(a)(6). 

FFICIAL 
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M i r e d  Education. EDucational activities,conducted by a recognizedschool or AUTHORIZED ORGANZIATION required 
tomaintain a profissional liceNse of employeesthat provide caretoPublicly-Aided Residents. Required&carion 
also includes trainingfor nurses'aides. 

Residential Care Unit. A Unit within a Nursing Facility wbichhas beenl i d  by the Departmenttoprovide 
residential care. 

-Unit A Unit isan identifiable sactionofa Nursing Facility suchasa wing, floor or ward asDEFINED by the 
Department in 105 C M R  150.000 (LicENsing of Long-Term CareFacilities). 

6.03: Standard Payments. 

(1) standard P a m a  Rates. 
(a) Thereare standard payment ratesfor Nursing and Other Operating Costs: 

16.22 5 1.76 
16.22 5 1.76 
16.22 5 1.76 
54.76 5 1.76 
54.76 5 1.76 
54.76 5 1.76 
54.76 5 1.76 
79.27 5 1.76 
79.27 5 1.76 
96.47 5 1.76 

@) Payment ratesfor NewFacilities and Hospital-basedNursing Facilitieswillbe setatthe 
Standard PaymentRates. 
(c) Payment ratesfor all other Nursing Facilities will be set at the StandardPaymeat Rates 
effective in Rate Year 2001. For Rate Years 1999 and 2000, payment rates for such facities will 
set at TransitionRates pursuant to the provisionsof 114.2CMR 6.04(4). 

(2)CapitalPaYment. 
(a) The payment for Capital Costs will be $17.29 per day for the followingfacilities: 

1. Hospital-Based Nursing Facilities; 
2. 	 Private Nursing Facilitieswhich sign a Provider Agreementwith the Division of 
Medical Assistance duringthe Rate Yeac and 

3. 	Facilities and licensed beds that become operational on or after February 1, 1998 and 
which are: 

a. New Facilities constructedpursuant toa Determination of Need approved after 

FFICLAL 
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b. ReplacementFACILITIESwhich arere~lvatedor replaced pursuant to a 
DETERMINATION of Need approved after March 7,1996, 
c. New Facilities constructed inUrban Underbccldedareas which are exempt fiom 
the DetermitrationofNeed process; 
dNewbedslicensedpursuanttoaDeterminationofNeedapproveda&et~ 
7,1996, and 
e.Newbedsintwelvebed~~projactswhichartndassociatedwithan 
a P P d  -. .  of Need project 

(b) For all other &&ties, thepayment fbr Capital Costswillbe determined pursuant to 114.2 
CMR 6.04(3). 

(3)  ANCILLARY COSTS Unless a Provider participates intheAncillary PilotPROGRAM with'theDivision of 

Medical Assice, or a Provider's ratesinclude Ancillary services pursuant tothereplations or written 

policyofthepurchasingagency,theProviQetmustbillAncillaryServicesdiredlytothepurchaserin 

accordancewiththepurchaser'sregulationsorpolicies. 

(4) ResidentialCareBeds.The~ibnwillestablishseparateNusingandOtheroperatingCosts 

paymentratesfbr Residential Care Beds in a dually-licensed FACILITY TheDivision will determinethe 

proportion of 1996 reportedcostsallocable to the resthome beds. It will excludeErom thecalculation 
reportedcosts for Ward Clerk, UTILIZATION Review, Medical RECORDS and Advisory Physician. Allowable 
wstswillbelimitedtothe1999~resthome~~~in114.2CMR4.00.The 
facility'srateforRes~~CareBcdswillnotexceedits1999Pa~tRatefbrcaSeMixcategory1 
Nursing Facility Reside&, and the ratewill not be lower than its certified 1998 rate fbr Residential Care 
Beds. TheResidential Care Bed rate is not subject to the Total Payment Adjustmentset fbrthin 114.2 
CMR 6.04(6). 

(5 )  SPECIAL Provisions 
(a) ReopedBedsOut of ServicE. Facilities with LICENSEDbeds thatwere outof SERVICE prior to 
1997 which re-open in 1999 will receivethe lower of theStandard Payment Rates or the most 
iecent prior billing ratesinflatedto 1997 fixNURSING and Other OPERATING Costs. 
(b) PediatricNursinG HOMES Payments to facilitieslicensed toprovide pediatricnursingfacility 
services will be detemiiaedusing 1996 Reported Casts FORNURSING and Other Optrating Costs,. .  . andGeaedCostswillbebasedon' 	e x c l u d i n g ~ o n a n d G e I l e d c o s t s . ~  
1996costssubjecttoacapofS10.51. Apediatricmusing~mavapplytotheDivisionfbra 
rate adjustmentfor theotherwiseunrecognizedmedicalcarts of residents over theage of 22 who 
were previously ENROLLED in the FACILITY’S chapter 766 program. The Divisionwill calculate an 
adjustment to includethe reasonable costs fbr these services subject toapproval by the Division of 
Medical Assistance. 
(c) Rates fbr Innovativeand SPECIALP r o m .  TheDivision will include anallowance for costs 
and expenses to establishand maintainan innovativeprogram for providing care to Publicly-Aided 
Residents i f  

1. The Providerhas received priorwritten approval f b m  the Executive Office of Elder 
AFFAIRS to establish and maintaina program; or 
2. The Provider participates in a specialprogram pursuant to a contract with the Division 
of Medical Assistance underwhich it has agreedtoaccept residents designatedby that 
agency­

6.04: Transition Pawent Rates. The Transition Payment Rates are the s u m  of the Payments for Nursing, Other 
Operating Costs, and Capital, subject tothe Total Payment Adjustment. 
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114.2 DIVISION OF HEALTH CARE FINANCE AND POLICY 


114. 2 CMR 6.00 STANDARD PAYMENTS TO NURSING FACILITIES 

(1) NURSING TransitionRates. 
(a) pcterminationof FacilitY Rates. For each FACILITY the Divisionwill calculateten casemix 
adjustednursing rates. 

1. ALLOWABLENURSINGCOSTPERMANAGEMENTMINUTE.THEDIVISIONWILLDETERMINEA 
facilitysAUowableNursiagcodsas~ows: 

a 1 9 9 6 A c b a l N u ~ C o s t ~ c r ~ M i n a t e ,Afacility'sActual
Nursing~perMaaagemcntMinuteisthesmnofitsreportedNursingCosts 

dividenbythegreaterof (1)96%oftheaureatLidBed~~1996 
times 366or (2) actual 1996 patientdays,dividdby the FACILITY’S 1996average 
Management Minutes. 
b. . .  ofNursinnWi.TbeDivisioawillcalculatbaI%dngCeiling 
baseduponreporfed1996averagenursingcostptx~txninuteas 
follows: 

i. TheDiirisioa.willcalculatearmrsingper~fbrcachfacilityby' 
dividingthe fAcility's claimed 1996nursing costsby the greattr of 1996 
patient days or96%of theMean L i d  Bed Capcity in 1996 times 
366. 
ii.The Divisionwill calculatethe 1996 averagenursing costper 
ManagementMinutefbreachhciLitybydividingthe1996nursingcost 
per dimby the faci l i ty 's  1996 averageMhagemmt Minutes. 
iii.The Nursing Ceilingis 110%of the medianclaimed 1996 average
NURSING Costper Management Minute, or S.325 perMANAGEMENTMinute. 

c. MowableNumian Costper MANAGEMENT’S Minute. A faciLity's Allowable 
NursiagcostperMaasgementMinuteistfre~ofits1996ActualNurs~
CostperManagementMinuteortheNursingceiliag. 


2. calculationof Ten NURSING Per diem Rates. TheDivision willmultiplythe ailowable 
nursingcostpermanagementminutebythefacility'saveragemanruremt?ntminutesper 
case-mixcategorytoobtainaperdiemratefbreachcategory.IfthefWity-spedicmean 
minutesperC.aSemixC.ategO~~~K),ttseDivisionwitlUSetheindustrymedian 
minutes for that category. 
3. 	Calculationof WeirrhtedNu& Per Diems for FourNursing PAYMENTGROUPS 

a TheDivisionvPill~~~weigbtedrmrsingperdiemsbasedonthefour 
payment categories below: 

PAYMENT casemix 
Group category

A 1 - 3  
B 4 - 7  
C 8 - 9  
D 10 

b. It will calculatethe proportion of residents in each of the four payment groups 
by s u m m i n g  the casemixproportionsfor the categories in each of the h r 
payment P P S ­
c. It will calculate casemix weights within each payment group by dividing: 

i. thecasemix proportion for the casemix category, by 
ii.the proportionof residentsin its payment groupfrom 1 14.2 C M R  
6.04( l)(a)3a. 



114.2 DIVISION OF HEALTH CARE FINANCE AND POLICY 

114. 2 CMR 6.00 STANDARD PAYMENT TO NURSING FACILITIES 

d. 	For eachcasemix categoxy, it will multiply thenursingper diemh m  114.2 
CMR 6.04( 1)(a)3b by the casemixweight firom 114.2 CMR 6.04( l)(a)3c. 
e. 	Foreachpaymentgroup,~will~themscmix-weightednursingpcrdi~ 
f h n  114.2 CMR 6.04(1Xa)3d toobtain four weigbted nursing per diems. 
f The Divisionwill CALCULATE the Facility Rates by multiplyingthefourweighted
nursiNG per diems by 7.68%. 

(b) Nursing Transition PAYMENTS 
1. For Rate Year 1999, the NURSING Paymeats arethe sum of (a) 66.7% of the Facility
RATES and @) 33.3% of the StandardPayments fixNursing. 
2. For RateYear 2000,the NursingPaymeats arethesum of (a) 33.3%of the Facility 
Rates and (b)66.7% of theStandardPayments fwNursing. 
3. For Rate Year 2001, all FACILITESwill receivetheStandardPAYMENTSNursing. 

(2)Other OPERATING CostTransitionP a m  . .-le O f t h e A l l  Other OPERATING Costs. The Division willdetwminethe(a) 

facility's Allowable Other OPERATING Costs per diem asfollows: 


1. The Division willsubtrztctthefaci l i ty 's  reported 1996 Administrative and General 
EXPENSES from reported 1% Other operatingexpensesto obtain Net OtherOperating 
Expenses.
2. The facity's Net Other operatingEXPENSES per day is equal to Net Other Operating 
Expenses divided by thegreater of 

a. 96% of themean Licensed Bed Capacity in 1996 times 366, or 
b. actualpatientdays. 

3. The FACILITY’S ALLOWABLEAdminisbrat=and General per diem is equal to the lowerof 
a. reported 1996 AdministrativeandGened expenses dividedby the greaterof 

i. 96% of hmean L i d  Bed Capacity in 1996 times366, or 
ii.actual patientdays,or 

b. the ADMINISTRATIVE andGeaeral ceiling of $10.5 1per day. 
4. 	The sum of the faci l i ty 's  Na Other operathogExpensesper clay and its Allowable 
Add&hativeandGeneralperdiemequalsthefacility'spreliminaryOtherOperating 
Cost per diem. 
5 .  TheDivision will calculatean Other operatingCost C e i i  as follows: 

a. TIEDivisionwillcalculatethe 1996 other OperatingCostper 'diems for all 
FACILITIES 
b. TIEOther Ope- Ceilingequals theindmmedianplus 6%; or $50.2 1. 

6. A facility's Allowable Other OPERATINGCast is the lowerof its pre- Other 
Operating Cost per diemor the ceiling. 
7. Ifa facility hadreported Medicare days in 1996, the Division will reduce the facility's 
Allowable other OPERATING Costper diem by 1.8%. 
8. TheDivision will multiply Allowable Other Operating Costs by 7.68%. 

(b) Other OPERATING Cost Transition Payment% 
1. For Rate Year 1999, thepayment for Other Operating Costs is thesum of (a) 66.7% 
of the facility's AllowableOther Operating Costs and (b) 33.3% of the OtherOperating 
Standard Payment. 
2. For RateYear 2000, the OtherOperating Cost Payment will be the sum of (a) 33.3% 
of the FACILITY’S Allowable OtherOperating Costs,adjusted for inflation, and (b) 66.7& of 
the Other OperatingStandard Payment. 


